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AFFORDABLE HOUSING PRODUCTION AND
WORKING FAMILIES

WEDNESDAY, MAY 15, 2002

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
SUBCOMMITTEE ON HOUSING AND TRANSPORTATION,
Washington, DC.

The Subcommittee met at 2:30 p.m. in room SD-538 of the Dirk-
sen Senate Office Building, Senator Jack Reed (Chairman of the
Subcommittee) presiding.

OPENING STATEMENT OF SENATOR JACK REED

Senator REED. The Subcommittee will come to order.

Good afternoon. I would like to welcome everyone to today’s Sub-
committee hearing on affordable housing production and working
families.

One out of every seven American families spends more than half
of their total income on housing, or lives in a severely inadequate
unit. Although the number of families with critical housing needs
held more or less steady between 1997 and 1999, the number of
working families with critical housing needs grew from 3 million to
3.9 million. About 80 percent of these 3.9 million families paid
more than half of their income for housing. The other 20 percent
lived in severely inadequate housing.

The Center for Housing Policy has found that when it comes to
rental housing, a janitor can only rent a one-bedroom apartment on
30 percent of his income in six out of 60 metropolitan areas, while
retail salespeople can afford a one-bedroom apartment in only three
out of 60 metropolitan areas. For two-bedroom apartments, the sit-
uation is even worse. The same problem exists for teachers, police
officers, and licensed practical nurses in too many high-cost metro-
politan areas.

Recently, in an article in The Washington Post, reporter Peter
Whoriskey pointed out that the rapid escalation of housing prices
in the Washington area has largely been caused by a huge increase
in employment opportunities without a similar increase in the
number of new dwellings. For example, the number of jobs in Fair-
fax County during the 1990’s increased three times as fast as the
supply of homes—roughly 166,000 new jobs compared with 56,000
new units of housing.

Simply put, in too many places across America, there aren’t
enough homes for the number of families who need them.

In preparing for this hearing, we heard about a family that has
been living in a Fairfax County homeless shelter. The family has
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a mom and dad and two children, a boy and a girl. The mom has
worked for the Department of Veteran’s Affairs for 9 years and
makes over twice the minimum wage. The dad held a seasonal job
with Fairfax County until the job ended. They were living in a
townhouse in Alexandria, Virginia, that cost $950 a month, until
the dad lost his job. He now has found work at a local military in-
stallation as a chef and the family is trying to find a new home.
However, because of the age of their children, they are being told
that, in Virginia, this means that they have to rent a three-bed-
room apartment. This family is playing by the rules, but they still
haven’t been able to find housing and have been looking since early
January.

However, critical housing needs are not just concentrated in
urban areas. Only 1.6 million of those with critical housing needs
live in central cities. Another 1.5 million live in the suburbs and
about 660,000 families live in non-metropolitan areas.

In many cases, working families have the worst of both worlds.
They have too much income to qualify for the limited housing as-
sistance available, but too little to benefit from the favorable tax
treatment given to homeowners. For too many, a job does not guar-
antee a family a decent place to live at an affordable cost.

Thus, it is our hope today that by holding this hearing of the
Senate Banking Committee’s Subcommittee on Housing and Trans-
portation that we can learn more about the affordable housing cri-
sis that is affecting many working families in and around the coun-
try and come up with some solutions that might help mitigate
these problems.

Let me give a brief overview of the hearing before I recognize the
Chairman of the Committee, Senator Sarbanes.

Today, we will hear from three panels. The first panel will con-
sist of my colleague, Senator John Kerry, the former Chairman of
this Subcommittee and one of the great advocates for housing pol-
icy in the United States and a great champion on these issues.

In our second panel, we will hear from Mr. Emmanuel Lane, a
resident of Sharing and Caring Hands in Minneapolis, Minnesota.
Mr. Lane participated in our hearing in Minneapolis with Senator
Wellstone and he too has a story of working hard, but still not
being able to find appropriate housing for his family.

Finally, on panel three, we will be hearing from: Mr. Robert J.
Reid, Executive Director, National Housing Conference; Ms. Sheila
Crowley, President of the National Low Income Housing Coalition;
Ms. JoAnn Kane, President and Chief Executive Officer of McAuley
Institute; and Mr. David Curtis, Chairman, Housing Finance Com-
mittee of the National Association of Home Builders.

Each of our witnesses has been asked to comment on the afford-
able housing needs of working families; the State of the Nation’s
housing supply for both renters and prospective low-income home-
buyers; and to highlight any proposals that should be considered as
part of the legislation to increase the production of affordable hous-
ing for working families.

Before we begin, I would also like to thank each of the witnesses
for their written testimony, which will be shared with all Members
of the Committee, and ask that our witnesses try to adhere to a
5-minute limit.



3

Let me recognize the Chairman of the Banking Committee, Sen-
ator Sarbanes.
Mr. Chairman.

STATEMENT OF SENATOR PAUL S. SARBANES

Senator SARBANES. Thank you very much, Chairman Reed. I
apologize at the outset to the witnesses because I am, regrettably,
not going to be able to stay. But, obviously, I will read the testi-
mony with great care.

Mr. Chairman, I wanted to come, at the outset at least, to thank
you for holding this hearing on the very important subject of af-
fordable housing production and working families.

This is but the latest in a series of hearings on the issues of
housing and transportation that you have held as Chairman of this
Subcommittee since taking over in the middle of last year. I very
much appreciate the obvious effort and thoughtfulness that you
and your staff have put into this endeavor.

Today’s hearing i1s a logical outgrowth of the full Committee
hearings we have held since late last year on the issue of the HUD
budget and housing needs. Throughout these hearings, we have
heard again and again there is a shortage of decent, affordable
housing in stable neighborhoods.

The National Housing Conference, whose Executive Director,
Robert Reid, and the National Low Income Housing Coalition,
whose President, Sheila Crowley, will both be testifying later, have
done studies highlighting this problem specifically among working
families. And we see that for many Americans, the problems are
getting worse.

Obviously, there are a number of steps that must be taken to ad-
dress this problem. I am working on legislation to help make
vouchers more effective. Many families today cannot make use of
their vouchers and turn them back in. This is administratively in-
efficient and highly discouraging and I am hopeful that we can put
together a Voucher Improvement Act which will help to deal with
this problem.

But vouchers alone are not enough. In many markets across the
country, we need more affordable housing, particularly for ex-
tremely low-income families, many of whom constitute the working
poor. Indeed, affordable housing is an absolute necessity if we are
going to move people not just off welfare and into work, but also
out of poverty.

In this regard, I want to especially recognize the work of our col-
league, Senator John Kerry, who, as you pointed out, was on this
Subcommittee for a number of years. Senator Kerry has authored
the National Affordable Housing Trust Fund Act, legislation that
is designed to get us back into the business of building affordable
housing in a significant way. And as a Member of the Finance
Committee, Senator Kerry has continued his efforts by trying to
link welfare to housing more closely, an effort which many of us
support.

So, John, I want to thank you for the initiatives you are taking.

Finally, Mr. Chairman, I also want to say a word about JoAnn
Kane, who is on your last panel, who has served as President and
Chief Executive Officer of the McAuley Institute since 1984.
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The Institute is located in my State, in Montgomery County, and
JoAnn Kane brings 28 years of field experience and an extensive
knowledge of housing and neighborhood development lending to
her position.

Under her direction, the McAuley Institute provides technical in-
formation and training, lending and financial services to over 100
nonprofit organizations and resident lenders annually. And during
her 17-year tenure, McAuley has provided services to nearly 2,000
nonprofit housing development projects across the country. It is a
record to be proud of and I am delighted that she will be on your
concluding panel here this afternoon.

Thank you very much.

Senator REED. Thank you very much, Chairman Sarbanes.

Now, I would like to recognize our colleague from Massachusetts,
Senator John Kerry. Senator Kerry has been a distinguished public
servant and patriot, beginning as a naval officer in Vietnam and
continuing as a State officeholder in Massachusetts. And now, as
a Senator from Massachusetts, he brings a special passion and ex-
pertise to the area of housing policy. We welcome his testimony.

Senator Kerry.

STATEMENT OF JOHN F. KERRY
A U.S. SENATOR FROM THE STATE OF MASSACHUSETTS

Senator KERRY. Mr. Chairman, thank you very much for the
privilege of testifying before the Subcommittee, and thank you for
holding this hearing. I am thrilled that you are the Chairman of
this Subcommittee now because I know of your own deep commit-
ment and understanding of the issue, and I think we could not be
in stronger hands in trying to move the agenda forward.

I thank the Chairman, Senator Sarbanes, and Jonathan Miller,
for carrying me for all those years.

I would just ask consent that my full text be placed in the record.

Senator REED. Without objection.

Senator KERRY. Mr. Chairman, there is just no way to overstate
the seriousness of this issue now and the way in which it is grow-
ing in its importance to the country.

I know there is an attitude among some of our colleagues that
they say, jeez, housing—most people kind of sweat it out. People
have to travel. That is the American way. You get on the subway.
You do what you do. You struggle, and families work their way up-
ward. It is sort of the upwardly mobile route.

There are a lot of people who have a completely laissez faire
market-oriented approach to this, that the market’s going to take
care of it, you will earn more income, and one day, you will buy
a nice house. And therefore, they say the Government really has
no role to play.

I think September 11 reminded us, did not teach us, but it re-
minded us of an important concept. Which is that there are some
things that only the Government can do.

That is just the nature of the beast.

It happens that affordable, low-income housing is one of those.
The reason is the market cannot take care of it. It just doesn’t take
care of it because all of the market instincts move away from build-
ing something that people cannot afford to buy. That is just a law
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of the marketplace. That is why years ago, we designed subsidy,
low-interest loan, no-interest loan, grants, various programs to
make up for the lack of response from the market.

As far back as Roosevelt, the country decided that shelter, that
affordable housing was a national priority. Why? Not because of
some do-gooder, moral interventionist attitude, but because it
makes sense for all of us.

Kids who do not have housing are kids who are on their way to
delinquency, to learning disorders, to chronic unemployment. They
are going to be the problem children of a community. And if our
communities want to build the fabric of family values, about which
we hear so many speeches, you have to understand the connection
of housing to education, to nutrition, to health care, to stability, to
a whole series of values that we think are important in the United
States of America.

The fact is that we are going backward in this country today.
The U.S. Government for the last 15 years or so has pulled back
from an involvement in the creation of housing. And we have
learned lessons. People who think that housing means those ter-
rible old cinder block, brick warehouse, sky-rise, without a tree
around them, boxes that just housed human beings.

We have learned—that is not what people are talking about
today. We have learned the concept of ownership. We have learned
the concept of mixed housing. We have learned how to blend envi-
ronments, how to deal with jobs, and all the kinds of other ingredi-
ents that make it work.

But the fact is that we have about five million American house-
holds now living in what we consider to be worst-case housing
needs. Since 1990, the number of families in the worst-case have
increased by 12 percent. That is 600,000 more American families
that cannot afford a decent place to live.

We have actually declined in the available stock of affordable
housing because we went down by about 900,000 units. And from
1996 to 1998, there was a 19 percent decline in the number of af-
fordable housing units. So that is a dramatic reduction of 1.3 mil-
lion affordable housing units.

As everybody knows, there is an increased pressure in commu-
nities all across the country for housing. Teachers, janitors, social
workers, police officers, and other full-time workers are having
enormous trouble finding an affordable, even modest two-bedroom
apartment in any major city across the Nation.

Increasingly, people cannot live where they work, or near where
they work, even. You have people spending an hour and a half, 2
hours commuting, both ways, and they get home and they are very
frazzled and they are supposed to take care of the family and take
care of other kinds of things, including civic responsibility.

We now know that a lot of current affordable housing providers
are deciding to opt-out of Section 8, and that is going to further
limit affordable housing. We have more than 40,000 to 60,000 units
of existing Section 8 housing that could be converted to market-
rate apartments or condos. Within the city of Boston, Mr. Chair-
man, more than 16,000 of the 22,000 Section 8 units are eligible
for conversion.
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We have decreased Federal spending on critical housing pro-
grams such as the Public Housing Capital Fund, the Elderly Hous-
ing, the Public Housing Drug Elimination Grants, and so forth. If
we had reserved just 1 year’s tax cut for the wealthiest 1 percent
of Americans, we could have taken care of every single public hous-
ing capital backlog that we face today.

These are the choices.

Mr. Chairman, what I am trying to offer is an ongoing, funded,
stream of revenue. Let’s be honest with each other, and I will try
to wrap it up quickly, we all know that we are not going to have
a whole lot of money. Nobody believes we are going to kind of cut
a deal on a zero-sum game. We are going to take money out of X
or Y to put it into this.

We do not have enough constituency. I understand that reality.
But surely, Mr. Chairman, those people who buy homes, who are
currently contributing—I am talking about affordable homes, under
the FHA program—who are currently contributing as we make a
risk-based assessment on what the insurance cost may be, which
is completely competitive with the rest of the marketplace now be-
cause Secretary Cuomo lowered the rate.

We have a $26 billion fund, according to Deloitte & Touche,
which we could use to create housing. And I would ask the Mem-
bers of this Committee, what better way to do housing than to have
housing itself which produces the surplus, produce further housing?

I know the Ranking Member and others have asked, if these peo-
ple are paying that excess, maybe they should get it back or some-
thing. Well, you have to find the revenue somewhere. They are not
being gouged. It is a competitive rate. And if in their accession to
the American Dream of getting a home, a fair payment happens to
result on a risk-based analysis in a surplus, that surplus should go
back into housing.

It is a very simple concept. And I simply ask my colleagues—if
they are not going to do it from there, where are they going to do
it from? How are we going to address this need so that we have
less families in extreme circumstances than we do today, so kids
can have stable homes, schools can have stable school districts.

Ask any teacher about the difficulties of 10 kids who are in a
classroom one day and they are gone several weeks later and they
are replaced by 10 more kids. And you try to bring that classroom
together.

This is an education issue. It is a health care issue. It is an eq-
uity issue. It is a stability in our communities issue. It is a race
issue. It is a fairness issue. We should find a way to fund it. And
I hope this Committee will do that.

Thank you, Mr. Chairman.

Senator REED. Thank you very much, Senator Kerry.

Senator Allard and Senator Corzine have joined us. I wonder,
Senator Kerry, do you have time for questions?

Senator KERRY. Sure. I can stay.

Senator REED. Senator Allard, do you want to give your opening
statement?

Senator ALLARD. Mr. Chairman, just a brief statement.

Senator REED. Senator Allard.
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COMMENTS OF SENATOR WAYNE ALLARD

Senator ALLARD. First of all, I want to thank you for holding this
hearing. I appreciate the opportunity to learn more about the af-
fordable housing issue.

Many of us realize that there is an affordable housing problem
out there. I hope that in this hearing we do not focus so much on
the fact that there is a problem, but on the solutions to this prob-
lem. That might vary a little bit depending on the States that we
represent. The definition of affordable housing may vary a little bit
depending on the community which you come from.

Now, I am particularly interested in learning how we can make
it easier for the private market to provide affordable housing, how
we can preserve the existing stock of affordable housing, what in-
centives we can provide for nonprofits, and how we can reduce the
red tape that is driving up the cost of housing. I think this is a
local, State, and Federal partnership.

How can we get more power to the State and local levels? Our
line-up of witnesses has knowledge of many aspects of affordable
housing. I am hopeful that they will be able to offer proposals to
preserve and increase the supply of affordable housing throughout
this great country.

Again, I would like to thank all of the witnesses for being here
to testify. It is not easy to come to Washington to share your views
and thoughts with us, but we do appreciate it.

Thank you, Mr. Chairman.

Senator REED. Thank you, Senator Allard.

Senator Corzine, do you have a statement?

COMMENTS OF SENATOR JON S. CORZINE

Senator CORZINE. Thank you, Mr. Chairman. I have a formal
statement I would include in the record.

Senator REED. Without objection.

Senator CORZINE. I want to compliment you on having this hear-
ing and I particularly want to compliment Senator Kerry for his
views on the National Affordable Housing Trust Fund.

This is a serious issue, the shortfall of affordable housing. I think
New Jersey is probably a lot like Massachusetts in the number of
people who are left out of affordable housing, that decline that you
talked about in affordable housing and the 12 percent increase in
demand shows up readily in my State. It is also showing up in the
budget of the State of New Jersey because the lack of affordable
housing means that temporary housing is being financed for many
homeless at as much as 52,000 a month per family in motel rooms.
It is a serious problem in this transitioning of families from Wel-
fare to Work.

I do not think we have a more silent but serious problem in this
society than this particular issue. We need to get those resources
that I think are being supported in part by the kind of Government
programs of subsidization for people who can afford housing. We
have to use those resources, I think, to make sure that those who
are left out, have a chance to go. And so, I compliment Senator
Kerry on the issue.

Thank you.

Senator REED. Thank you, Senator Corzine.
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Let me note that there is a vote in progress now, approximately
7 or 8 minutes left to table the Lieberman Amendment. What I
would suggest is perhaps one question apiece, if you want it.

Senator ALLARD. I have no questions, Mr. Chairman.

Senator REED. I have one question, and at the conclusion, we will
recess briefly, we will vote, come back, and have the second panel.

First, let me commend you, John, for your eloquence and your
passion on this issue, and for your leadership again. You pre-
empted my line of questioning by talking about objections to using
the FHA fund. I, frankly, as a cosponsor and a strong supporter,
think it is a reasonable place to go. But might you elaborate on
some arguments that it is not available for use, that the FHA fund
is not available, or any other thoughts that you have on using the
FHA fund.

Senator KERRY. Mr. Chairman, thank you very much.

Mr. Chairman, it is really a constructed argument. For years,
guess where the money was going? Straight into the general treas-
ury. Nobody even raised an issue about it. It wasn’t until I said,
wait a minute. Housing is producing a profit. Housing should
produce housing. And all of a sudden, people started to find rea-
sons why, oh, gosh, it cannot go to housing.

If it can go to the general treasury, it in effect is available for
anything. What was it doing? Well, it was available for a tax cut
or it was available for military spending or it was available for any
other choice we made. So it is simply bogus to suggest that we do
not have the ability to designate where this goes.

Second, let me say one other important thing, that I think is im-
portant. The Federal Government is making this FHA program
available. This is a Federal program. We are helping people to get
into homes. If by helping people to get into homes we turn a sur-
plus and it is at a competitive market rate, and we can produce
money that helps more people get into homes, how in God’s name
do you stand up and say, that is not rational, or an effective way
to do something?

We are giving people an advantage—because they cannot get
that mortgage, necessarily, cannot get the insurance, because they
fall in between it.

So, we are making homeownership available, and by making
homeownership available, we then go one step further and make
maybe rental available and hopefully, maybe even homeownership.

It is not a question of capacity. It is a question of will power.

Senator REED. Thank you very much, Senator Kerry.

Senator Corzine, do you have a question?

Senator CORZINE. That is more than enough of a question for me.

Senator KERRY. Thank you very much.

Senator REED. Senator Kerry, thank you very much again for
your leadership.

Senator KERRY. I appreciate it. Thank you, Mr. Chairman. It has
been a privilege.

Senator REED. We stand in recess until approximately 3:15 p.m.,
as we go vote.

Thank you very much.

[Recess.]

Senator REED. Let me call the hearing back to order.
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I will call the third panel now: Mr. Reid, Ms. Kane, Mr. Curtis,
and Ms. Crowley. Because of the traffic congestion and everything
else, Mr. Lane, our second panel, might be delayed. But if you
could take your seats we will begin.

[Pause.]

Thank you for joining us. Let me introduce our panel.

Mr. Bob Reid, who has been Executive Director of the National
Housing Conference since 1993, is our first witness who will testify
on this panel. Mr. Reid has enjoyed a 45-year business career that
has included tenures as Executive Vice President of the Gold Dome
Bank in New York, Chief Executive Officer of the Home Owners
Warranty Corporation, and Vice President of the Allstate Insurance
Company.

Ms. JoAnn Kane has served as President and Chief Executive Of-
ficer of McAuley Institute since 1984. Under Ms. Kane’s direction,
McAuley provides technical information and training, lending, and
financial services to over 100 nonprofit organizations and residents
annually. During Ms. Kane’s 17-year tenure, McAuley has provided
services to nearly 2,000 nonprofit housing development projects in
48 States and the District of Columbia.

Mr. David Curtis is currently Chairman of the Housing Finance
Committee of the National Association of Home Builders, Vice
President of the board of directors of the Federal Home Loan Bank
of Pittsburgh, Executive Vice President of Leon N. Weiner & Asso-
ciates, a multifaceted real estate development firm, and President
of Arbor Management, a multifamily residential management com-
pany, with a portfolio of more than 4,400 units in 52 properties
throughout the Mid-Atlantic and New England States.

Ms. Sheila Crowley is the President and Chief Executive Officer
of the National Low Income Housing Coalition, where she leads a
membership dedicated solely to ending the affordable housing crisis
in America. She joined the staff of the National Low Income Hous-
ing Coalition in December 1988, after 25 years of experience in
Richmond, Virginia, in organizational leadership, direct service pol-
icy advocacy, and scholarship on homelessness and housing issues.

We look forward to the testimony of each of the witnesses, and
I would ask Mr. Reid to begin.

STATEMENT OF ROBERT J. REID
EXECUTIVE DIRECTOR
NATIONAL HOUSING CONFERENCE

Mr. REID. Thank you, Mr. Chairman. Thank you for quoting ex-
tensively from some of our reports in your opening remarks.

I would like to say, over the past 4 years, we have done extensive
research on the housing needs of working families across the Na-
tion. Our first report was issued in June 2000, which documented
the need of 13 million families, finding that 3 million of them were
full-time working families. We updated the first research with 1999
data and published our second publication, “Paycheck to Paycheck:
Working Families and the Cost of Housing in America.”

That report showed that after 2 years, there were still 13 million
families with critical housing needs. Notable, though, was the fact
that the number of low- and moderate-income working families had
grown from 3 million to 3.9 million, a 30 percent increase.
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As the Chairman mentioned, Paycheck examined five occupations
in 60 housing markets, the major housing markets, and we meas-
ured their income against the cost of housing. The five occupations
were: Janitor, retail sales clerk, licensed practical nurse, elemen-
tary school teacher, and police officer, very representative occupa-
tions for low- and moderate-income.

I would draw your attention to the two charts which illustrate
the plight of janitors and retail sales clerks in two representative
cities. They illustrate the multiple of salaries needed to afford
either rental or homeownership.

We have recently published the third report in the series: “Hous-
ing America’s Working Families: A Further Exploration.”* I would
ask that the full text of this report be included in these hearings.

Senator REED. Without objection.

Mr. REID. This report documents that rising housing cost is the
primary culprit affecting both renters and homeowners equally. It
also substantiates the fact that critical housing needs are not just
an urban problem, four out of 10 working families with critical
housing needs living in the suburbs, equal to the number in urban
areas. The other two out of 10 are in rural and nonmetro areas.

Housing needs are most critical in 24 of the highest hot high-cost
areas—Boston, Chicago, Los Angeles, New York, and so forth. I be-
lieve the need has been well-documented and makes the case that
affordable housing has to be a much higher priority in this Nation.

So what about solutions?

This past year, NHC convened a series of roundtables with local
housing professionals and with community leaders in Minneapolis-
St. Paul, New Orleans, Portland, and Seattle. We published an
overview of these roundtables in a report called: “Four Windows:
A Metropolitan Perspective on Affordable Housing Policy in Amer-
ica, 2001.”* T would ask that this report be included in the record
of these proceedings, Mr. Chairman.

Senator REED. Without objection.

Mr. REID. The report makes clear that the absence of sufficient
Federal funding has fostered, by necessity, a level of creativity
that, for example, has enabled or encouraged local communities to
establish levies for housing, housing trust funds, tax-based sharing,
and regional planning.

The demand for new affordable housing exists across a wide
range of incomes and record numbers and is not being satisfied by
the private market.

In all the roundtables, there prevailed a common view that we
must encourage and reward local and State efforts to produce and
preserve affordable housing. The challenge is to fashion the right
kind of incentives that will encourage communities to do this.

The National Housing Conference recommends two actions. First,
additional resources be provided for our proven tools—CDBG,
HOME, Low-Income Housing Tax Credit, and so forth. Second,
focus attention on State and local efforts and explore ways to make
the production and preservation of affordable housing more appeal-
ing through the use of incentives.

*Held in Committee files.
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Mr. Chairman, this concludes my remarks and I would be happy
to answer questions.

Senator REED. Thank you very much, Mr. Reid. Thank you not
only for your testimony, but also for abiding by our informal 5 min-
utes. I appreciate that very much.

Ms. Kane.

STATEMENT OF JOANN KANE
PRESIDENT AND CHIEF EXECUTIVE OFFICER
McAULEY INSTITUTE

Ms. KANE. Thank you, Mr. Chairman. I want to thank you for
your invitation today and to particularly thank you for your leader-
ship on this issue. I have been in the field quite a while and it has
been a long time looking for this bright spot.

The McAuley Institute is a women’s housing intermediary head-
quartered in Silver Springs, Maryland. We provide technical assist-
ance and financial resources for startup nonprofit housing develop-
ment groups and faith-based organizations across the country.

I believe that there are two emphases needed in Federal housing
policy. First, we need a large infusion of resources for housing pro-
duction in order to meet the Nation’s affordable housing crisis. And
second, we need more housing for families who are devastated by
domestic violence and for people who are homeless, for those living
with HIV/AIDS and those leaving welfare.

To meet these challenges, I would offer five directions.

First, Congress should enact a National Housing Trust Fund, as
Senator Kerry so eloquently described today. The resources in that
trust fund must be sufficient to provide a minimum of 1.5 million
units over 10 years. I believe that a trust fund would be the right
choice to dedicate resources to expand our Nation’s affordable hous-
ing infrastructure. Trust funds have been dependable, effective
tools in the development of our national infrastructure for many
decades, and it is a choice that would channel substantive benefits
to the economy, family stability, and quality of life.

Second, community-based nonprofits make unique contributions
to the creation of affordable housing. And as Bob noted, we need
production-focused legislation to streamline the financing process
to help nonprofit developers become even more productive.

In response to Senator Allard’s request for information about
streamlining the process, we have had some good success here in
Washington, DC, making things run smoothly and we would be
happy to share more on that.

At the same time, we must protect funds for existing programs
that make the work of community nonprofits possible. I am talking
about the HOME and CHDO technical assistance funds, the com-
munity development financial institution’s fund, rural housing eco-
nomic development at HUD, and USDA housing programs, all
frozen or slated for cuts in the Administration’s budget.

To illustrate these points, I would like to tell you about one orga-
nization that we work closely with and have invested in for 6
years. We have given them pass-through funds for technology. We
have supported the staff and board on strategic planning, housing
development, and now homeownership counseling.



12

The HUD CHDO technical assistance funding makes this kind
of hands-on assistance possible with groups like S.A.F.E. in West
Virginia.

S.A.F.E. began by renovating a former school building to create
transitional housing for 31 domestic violence survivors and home-
less women with children. The organization has grown to assist
hundreds of women working to support their families. It is the
county’s largest housing developer and after the hospital, its larg-
est employer.

Recently, the McDowell County Commissioner asked S.A.F.E. to
provide relocation for a thousand households to be affected by an
Army Corps of Engineer flood protection project. But just last
week, we received a heartbreaking call from S.A.F.E.’s Director,
Sharon Yates, who reported that the flood that struck her area the
week before had taken 2,000 homes.

Now there is a looming deficit of 3,000 homes in this, one of the
poorest counties in the country. Ironically, one of the many public
and private partners S.A.F.E. has worked with has been HUD’s
Rural Housing and Economic Development Program, whose $25
million funding is proposed for elimination next year.

Third, we would recommend that all housing programs incor-
porate the collaborative community planning processes as modeled
by the successful Continuum of Care programs. In your draft legis-
lation reauthorizing the McKinney—Vento homeless programs, we
strongly support your position in favor of the continuum of care
process and your proposal for new funding for permanent housing
for the chronically disabled and homeless families.

In my experience, decisions made in collaboration among public
officials, community stakeholders, and expert nonprofit providers
out perform a narrow block grant approach.

Fourth, we believe that the Congress should encourage the devel-
opment of innovative combinations of housing assistance and sup-
port services. Senate 2116, the Welfare Reform and Housing Act,
introduced by Senator Kerry, would authorize $50 million in dem-
onstration of such programs for TANF recipients facing multiple
employment barriers. Research by MDRC has shown significantly
higher employment and earnings rates for welfare recipients re-
ceiving both housing and other support services.

Last, the Senate should act on the VAWA housing assistance
provision which recently passed the House as part of the Child
Abuse Prevention and Treatment Act. The Committee should also
consider a bill similar to that introduced by Representative Janice
Schakowsky, H.R. 3752, a measure which would authorize the pro-
duction of transitional housing with appropriate services for bat-
tered women.

McDowell County is but one example, and my written statement
contains additional examples of nonprofit groups using innovative
partnerships. Housing reform stressing community partnerships
like that of S.A.F.E.’s, along with an emphasis on a highly-targeted
production program, will go a long way toward meeting the housing
needs of the Nation.

Thank you.

Senator REED. Thank you for your excellent testimony.

Mr. Curtis.
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STATEMENT OF DAVID W. CURTIS
CHAIRMAN, HOUSING FINANCE COMMITTEE
NATIONAL ASSOCIATION OF HOME BUILDERS
EXECUTIVE VICE PRESIDENT
LEON N. WEINER & ASSOCIATES, INC.

Mr. CurTiSs. Thank you, Mr. Chairman. I am very pleased to be
here representing the 205,000 member firms of the National Asso-
ciation of Home Builders, to discuss the affordable housing needs
of working families.

The crisis in affordable housing, including housing for working
families, has been well documented, addressed by you and other
panel members, and is certainly well known to the Committee.

To address the crisis, NAHB believes that some solutions can be
found in improvements to existing programs, but that, ultimately,
new production programs are needed.

With regard to homeownership, NAHB supports the creation of
a homeownership tax credit, which is included in the Administra-
tion’s 2003 budget. The proposal, modeled after the Low-Income
Housing Tax Credit Program, is designed to encourage construction
and substantial rehabilitation of homes for sale to low- and mod-
erate-income families in economically distressed areas.

Senators Kerry and Santorum have a legislative draft of this tax
credit that will be introduced to the Senate soon, and we urge your
support for that proposal.

On the multifamily side, the NAHB proposes the establishment
of a new rental housing production program that would produce
between 60,000 and 70,000 units annually to meet the needs of
households having incomes between 60 and 100 percent of the
median. These households are not eligible for housing assistance
through most of the current Federal housing programs. Our pro-
gram is designed to produce mixed-income housing, which has
proven to provide greater financial stability and community accept-
ance than developments that concentrates on very low- and low-
income households. The program focuses primarily on working fam-
ilies, although a portion of each property would be set aside, up to
25 percent, for very low- and extremely low-income households.

The financing mechanisms would be through low-interest rates
available through Ginnie Mae guaranteed lower floater securities.

Interest rate subsidies or buy-downs would be used to achieve
additional affordability, and a minor modification to the existing
voucher program would ensure that very low- and extremely low-
income households could be served.

We believe that the program could be administered by the State
housing finance agencies. The program would require only a small
amount of Federal Government subsidy per development and would
provide for ongoing maintenance and future capital improvements
by building in adequate reserves to ensure the long-term viability
of each property.

Concerning existing programs, NAHB strongly supports a pro-
posal introduced in the Senate last year requiring HUD to index
FHA multifamily insurance limits each year to the annual con-
struction cost index. Indexation will help stabilize the program and
give builders and lenders confidence that it may be utilized in their
communities over the long-term.
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NAHB also recommends giving HUD’s Secretary greater latitude
to raise mortgage limits in areas where construction costs are inor-
dinately high, up to 170 percent on a project-by-project basis.

Both indexation and adjustments upward for high-cost areas will
make FHA multifamily programs more workable throughout the
country, and these proposals are also supported by the National
Association of Realtors.

The FHA Single-Family Mortgage Insurance Program provides
Federal support for homeownership, particularly for first-time
homebuyers. NAHB supports a proposal introduced by Members of
this Committee to permanently extend what is referred to as the
downpayment simplification process. This simplified method of
maximum mortgage calculation has a proven track record which re-
sults in greater loan-to-value loans, making homeownership more
attainable.

Often overlooked in housing affordability are layers of excessive
regulation that dramatically increase the cost of production. NAHB
supports a proposal to require Federal agencies to conduct a hous-
ing impact analysis and to promulgating new rules if it would have
an economic impact of more than $100 million on housing afford-
ability. The impact statement would have no effect on the content
of the rule, but is simply designed to raise public awareness of the
cumulative effect of regulations on housing affordability.

Finally, the NAHB believes it is essential that Congress modify
the Low-Income Housing Tax Credit Program in order to ensure its
continued viability. The program has provided a key part of the fi-
nancing for nearly all of the affordable rental housing over the last
decade, and in October 2000, the Internal Revenue Service issued
five technical advice memoranda that threatened the ability of the
program to continue to provide affordable housing.

The so-called TAMS take aggressive position aimed at reducing
eligible basis which lowers the amount of the credits and the equity
financing a project received.

NAHB supports legislation that would provide certainty for tax
credit allocations. H.R. 3324 and its companion legislation, S. 2006,
specifically identify costs that qualify as includable in basis. The
legislation will ensure that quality affordable housing will be main-
tained and that investor and lender confidence will be restored.

That concludes my statement, which is a good thing because the
red light is on.

Thank you.

[Laughter.]

Senator REED. That is not terminal.

[Laughter.]

Mr. CURTIS. Good. Thank you.

Senator REED. Ms. Crowley.

STATEMENT OF SHEILA CROWLEY
PRESIDENT
NATIONAL LOW INCOME HOUSING COALITION

Ms. CROWLEY. Thank you very much, Mr. Chairman. I am very
pleased to be invited to testify today on behalf of the National Low
Income Housing Coalition, and on behalf of the National Housing
Trust Fund Campaign and the over 2,300 organizations and elected
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officials from every State who have endorsed the National Housing
Trust Fund.

We had a surge of endorsements since I submitted my written
testimony yesterday, and I would like to offer the most up-to-date
list of endorsers of the trust fund for the record.

Senator REED. Without objection.

Ms. CROWLEY. Thank you. Also, I have a letter here from the
U.S. Conference of Catholic Bishops from Cardinal McCarrick, sent
to every Senator, asking for support for the trust fund.

Senator REED. Without objection.

Ms. CROWLEY. We are very grateful to you, Senator Reed, for
championing the National Affordable Housing Trust Fund Act of
2001 so vigorously, and we deeply appreciate the outspoken way
you have taken on this campaign.

We also are very pleased with Senator Kerry for coming today
to testify on this, and we are pledged to continue to build support
for S.1248 this session and, if necessary, its successor bill in the
108th Congress.

This is one of the many hearings in both the Senate and House
that have thoroughly documented the depth and breadth of the
critical housing problem we face in the United States. Congress
does not lack evidence that we have a serious housing problem and
there is little disagreement that something needs to be done, and
I think we have heard that today. The opening statement of Sen-
ator Allard certainly confirmed that.

It is our position that the most serious housing affordability
problem and housing shortage is experienced by people who are ex-
tremely low income. That is, in HUD jargon, people with incomes
at or below 30 percent of the area median.

Meaning is often assigned to the term, extremely low income,
that somehow implies it does not include working people. And I
think we need to be very clear that that is erroneous.

A full-time, minimum-wage worker earns $10,700 a year. In the
District of Columbia, an extremely low-income family has income
of $18,390 or less a year. These are the wages that are earned by
workers in the service economy—retail clerks, day care workers,
home health aides, hotel and restaurant workers, janitors, security
guards, all the people whose daily labor is essential to the func-
tioning of our economy.

In the District, 30 percent of area median income, if one works
full-time, and you break that down, is $8.84 an hour. The hourly
wage required to afford the fair market rent for a two-bedroom
rental unit in the District is $18.13 an hour.

In all jurisdictions in the country, the difference between what
low-wage earners can earn and what the rental housing market
can demand is unbridgeable without Federal intervention. We need
to do several things.

First, we must increase low-wage workers’ purchasing power in
the housing market with more housing vouchers and improvements
to the housing voucher program, and we support Senator Sarbanes’
forthcoming legislation.

Second, we must preserve as much as possible the existing hous-
ing that we have that is affordable to extremely low-income house-
holds, including public and subsidized housing. We support Senator
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Jeffords’ Preservation Matching Grant bill and we urge Senator
Kerry to include preservation as an eligible activity in the trust
fund bill.

Third, we need a renewed Federal commitment to building hous-
ing that is affordable for the lowest-income families. The National
Housing Trust Fund Act creates a dedicated source of funds for the
production and the rehabilitation of affordable housing, primarily
rental housing for extremely low-income households.

In the course of discussing this bill, in nearly every Senate office
and most House offices, we have found considerable interest and
great support. And indeed, at this point, there are 27 cosponsors
in the Senate and as of today, 176 cosponsors in the House.

We have also heard all the arguments against it. And so, I would
just like to take a moment to raise these arguments and then to
respond to them. One argument is that we do not need another
program and many will advocate that we simply should add to ex-
isting programs.

What we need is a sharp increase in the level of housing funding
that is targeted to serve the lowest-income households. And the
National Housing Trust Fund is a new source of funding more than
it is a new program, and it would be used to augment existing pro-
duction programs that cannot or do not serve these households.

A significant infusion of funds is required that is unlikely to be
forthcoming within the constraints of the current appropriations
process. So the trust fund idea moves us into much broader think-
ing about housing funding.

The second argument, one that you raised with Senator Kerry,
is that the excess FHA revenue does not exist. This is, in fact, the
most frequent objection that we hear and it is only in the highly
idiosyncratic language of Federal budgeters that it is possible to
say that the money doesn’t exist.

What they are really saying is that it is being used for other pur-
poses and, thus, not available for this use, or that S.1248 is not
budget-neutral and calls for spending without providing offsets.

These are policy decisions that can be changed. And the latest
analysis by Deloitte & Touche, which is attached to my written tes-
timony, tells us that the FHA program will generate by 2008 $26
billion more than is required to maintain the safety and soundness
of the program.

Another argument that we have just discussed as well is that
any excess FHA revenues should go back to FHA-insured home-
owners. Once objectors have accepted the notion that there are
extra funds, this 1s the next issue they raise.

It is important to know that the distributive nature of the FHA
single-family program was eliminated by Congress in 1990 as part
of the reform needed to prevent the program’s financial demise.

HUD’s Secretary now has the authority to reduce premiums and,
indeed, premiums were reduced significantly in the year 2000.
FHA-insured homeowners are receiving an important Federal ben-
efit and they are paying a fair price for it.

The use of the FHA revenue will harm the FHA program. That
is another argument. S. 1248 protects the FHA program more than
current law does, by raising the capital adequacy ratio or the level
of required reserves from 2 to 3 percent. The projected $26 billion
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excess that would go into the National Housing Trust Fund as-
sumes the higher ratio.

The Deloitte & Touche analysis includes other projections that
are based on several other economic scenarios. And even in the
worst-case scenario, the ratio remains well above 3 percent.

Another argument is that it is not appropriate to use funds from
the FHA Single-Family Program to fund multifamily housing pro-
duction. It is not the goal of the program.

This could be a legitimate policy argument if the funds were, in-
deed, sitting idle. But they are not. They are going into the Federal
Treasury and funding other Federal priorities.

Then the final argument is that we cannot afford it. This is the
least convincing argument of all. Of course, we can afford new in-
vestment in rental housing production if we decide it is a priority.
We have made housing a national priority at several points in the
past when we faced housing shortages, and we can do so again.

Not only can we afford to do this, but also more importantly, we
cannot afford not to. The consequences of failing to act are serious.
Good housing is fundamental to healthy human development, and
housing instability has adverse effects on employment success,
school achievement, health status, and family well-being.

Thank you for the opportunity to testify today.

Senator REED. Thank you very much, Ms. Crowley, for that ex-
cellent testimony.

We have been joined by Senator Carper. Do you want to make
an opening statement now?

Senator CARPER. No, thank 